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(B) Securities issued or guaranteed
by the United States, a U.S. govern-
ment agency, or a U.S. government-
sponsored enterprise; or

(C) Any other asset that the bank
holding company demonstrates to the
satisfaction of the Board:

(I) Has low credit risk and low mar-
ket risk;

(2) Is traded in an active secondary
two-way market that has committed
market makers and independent bona
fide offers to buy and sell so that a
price reasonably related to the last
sales price or current bona fide com-
petitive bid and offer quotations can be
determined within one day and settled
at that price within a reasonable time
period conforming with trade custom;
and

(3) Is a type of asset that investors
historically have purchased in periods
of financial market distress during
which market liquidity has been im-
paired.

(ii) Unencumbered. An asset is
unencumbered if it:

(A) Is free of legal, regulatory, con-
tractual, or other restrictions on the
ability of such company promptly to
liquidate, sell or transfer the asset; and

(B) Is either:

(I) Not pledged or used to secure or
provide credit enhancement to any
transaction; or

(2) Pledged to a central bank or a
U.S. government-sponsored enterprise,
to the extent potential credit secured
by the asset is not currently extended
by such central bank or U.S. govern-
ment-sponsored enterprise or any of its
consolidated subsidiaries.

(iii) Calculating the amount of a highly
liquid asset. In calculating the amount
of a highly liquid asset included in the
liquidity buffer, the bank holding com-
pany must discount the fair market
value of the asset to reflect any credit
risk and market price volatility of the
asset.

(iv) Diversification. The liquidity buff-
er must not contain significant con-
centrations of highly liquid assets by
issuer, business sector, region, or other
factor related to the bank holding com-
pany’s risk, except with respect to cash
and securities issued or guaranteed by
the United States, a U.S. government
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agency, or a U.S. government-spon-
sored enterprise.

Subpart E—Supervisory Stress Test
Requirements for U.S. Bank
Holding Companies With $50
Billion or More in Total Con-
solidated Assets and
Nonbank Financial Compa-
nies Supervised by the
Board

SOURCE: Reg. YY, 79 FR 64049, Oct. 27, 2014,
unless otherwise noted.

§252.40 [Reserved]

§252.41 Authority and purpose.

(a) Authority. 12 TU.S.C. 321-338a,
1467a(g), 1818, 1831p-1, 1844(b), 1844(c),
5361, 5365, 5366.

(b) Purpose. This subpart implements
section 165(i)(1) of the Dodd-Frank Act
(12 U.S.C. 5365(i)(1)), which requires the
Board to conduct annual analyses of
nonbank financial companies super-
vised by the Board and bank holding
companies with $50 billion or more in
total consolidated assets to evaluate
whether such companies have the cap-
ital, on a total consolidated basis, nec-
essary to absorb losses as a result of
adverse economic conditions.

§252.42 Definitions.

For purposes of this subpart F, the
following definitions apply:

(a) Advanced approaches means the
risk-weighted assets calculation meth-
odologies at 12 CFR part 217, subpart E,
as applicable, and any successor regu-
lation.

(b) Adverse scenario means a set of
conditions that affect the U.S. econ-
omy or the financial condition of a cov-
ered company that are more adverse
than those associated with the baseline
scenario and may include trading or
other additional components.

(c) Awverage total consolidated assets
means the average of the total consoli-
dated assets as reported by a bank
holding company on its Consolidated
Financial Statements for Bank Holding
Companies (FR Y-9C) for the four most
recent consecutive quarters. If the
bank holding company has not filed the
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FR Y-9C for each of the four most re-
cent consecutive quarters, average
total consolidated assets means the av-
erage of the company’s total consoli-
dated assets, as reported on the com-
pany’s FR Y-9C, for the most recent
quarter or consecutive quarters. Aver-
age total consolidated assets are meas-
ured on the as-of date of the most re-
cent FR Y-9C used in the calculation of
the average.

(d) Bank holding company has the
same meaning as in §225.2(c) of the
Board’s Regulation Y (12 CFR 225.2(c)).

(e) Baseline scenario means a set of
conditions that affect the U.S. econ-
omy or the financial condition of a cov-
ered company and that reflect the con-
sensus views of the economic and fi-
nancial outlook.

(f) Covered company means:

(1) A bank holding company (other
than a foreign banking organization)
with average total consolidated assets
of $50 billion or more;

(2) A U.S. intermediate holding com-
pany subject to this section pursuant
to §252.153 of this part; and

(3) A nonbank financial company su-
pervised by the Board.

(g) Depository institution has the same
meaning as in section 3 of the Federal
Deposit Insurance Act (12 TU.S.C.
1813(c)).

(h) Foreign banking organication has
the same meaning as in §211.21(o) of
the Board’s Regulation K (12 CFR
211.21(0)).

(i) Nonbank financial company super-
vised by the Board means a nonbank fi-
nancial company that the Financial
Stability Oversight Council has deter-
mined under section 113 of the Dodd-
Frank Act (12 U.S.C. 5323) shall be su-
pervised by the Board and for which
such determination is still in effect.

(j) Planning horizon means the period
of at least nine consecutive quarters,
beginning on the first day of a stress
test cycle over which the relevant pro-
jections extend.

(k) Pre-provision mnet revenue means
the sum of net interest income and
non-interest income less expenses be-
fore adjusting for loss provisions.

(1) Provision for loan and lease losses
means the provision for loan and lease
losses as reported by the covered com-
pany on the FR Y-9C.

12 CFR Ch. Il (1-1-16 Edition)

(m) Regulatory capital ratio means a
capital ratio for which the Board estab-
lished minimum requirements for the
company by regulation or order, in-
cluding the company’s tier 1 and sup-
plementary leverage ratios as cal-
culated under 12 CFR part 217, includ-
ing the deductions required under 12
CFR 248.12, as applicable, and the com-
pany’s common equity tier 1, tier 1,
and total risk-based capital ratios as
calculated under 12 CFR part 217, in-
cluding the deductions required under
12 CFR 248.12 and the transition provi-
sions at 12 CFR 217.1(f)(4) and 217.300;
except that the company shall not use
the advanced approaches to calculate
its regulatory capital ratios.

(n) Scenarios are those sets of condi-
tions that affect the U.S. economy or
the financial condition of a covered
company that the Board annually de-
termines are appropriate for use in the
supervisory stress tests, including, but
not limited to, baseline, adverse, and
severely adverse scenarios.

(0) Severely adverse scenario means a
set of conditions that affect the U.S.
economy or the financial condition of a
covered company and that overall are
more severe than those associated with
the adverse scenario and may include
trading or other additional compo-
nents.

(p) Stress test cycle means:

(1) Until September 30, 2015, the pe-
riod beginning on October 1 of a cal-
endar year and ending on September 30
of the following calendar year, and

(2) Beginning October 1, 2015, the pe-
riod beginning on January 1 of a cal-
endar year and ending on December 31
of that year.

(a) Subsidiary has the same meaning
as in §225.2(0) the Board’s Regulation Y
(12 CFR 225.2).

[Reg. YY, 79 FR 64049, Oct. 27, 2014, as amend-
ed at 80 FR 75425, Dec. 2, 2015]

§252.43 Applicability.

(a) Scope—(1) Applicability. Except as
provided in paragraph (b) of this sec-
tion, this subpart applies to any cov-
ered company, which includes:

(i) Any bank holding company with
average total consolidated assets (as
defined in §252.42(c)) of $50 billion or
more;
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